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1.0 INTRODUCTION 
This background paper briefly sets out the prevalence of undeclared work in the HORECA sector in the European 

Union and the approaches and tools available for tackling such work. The intention is to stimulate the thoughts of 

participants attending the European Platform tackling undeclared work seminar on “Tackling undeclared work in 

the HORECA sector” (to be held online on 16th September 2021) on potential policy which could be adopted to 

transform undeclared work into declared work in the HORECA sector. 

The Platform in 2020 published a study on tackling undeclared work in the tourism sector.1 Undeclared work is 

more prevalent in the HORECA sector than in many other sectors of the EU economy. To explain this prevalence 

of undeclared work in the HORECA sector, it is first necessary to state the causes of undeclared work in 

general.2 On the one hand, undeclared work is a rational economic decision made when the expected benefits of 

engaging in undeclared work outweigh the expected costs (and this is why policy initiatives are taken to increase 

the costs of undeclared work – by increasing the penalties and probability of detection – and to increase the 

benefits of declared work, by making declared work easier and more beneficial to engage in, such as by providing 

supply-and demand-side incentives). However, this does not explain why many do not engage in undeclared work 

even when it would be beneficial for them to do so. On the other hand, undeclared work arises when employers’, 

workers’ and citizens’ views about the acceptability of undeclared work (“civic morale”) do not align with the formal 

rules and regulations (“state morale”), and therefore policy initiatives are taken to educate and raise awareness to 

change “civic morale” and to make the formal “rules of the game” more acceptable.       

Why, therefore, is undeclared work more prevalent in the HORECA sector? On the one hand, it must be because 

the expected benefits of engaging in undeclared work more often outweigh the expected costs. This could be 

because detection of undeclared work is more difficult and the benefits of declared work lower in this sector, 

perhaps due to its structure which is dominated by micro- and small-size enterprises, the existence of peaks and 

troughs in labour demand in line with the seasons, and the long-standing modus operandi in this sector of paying 

the minimum wage plus tips. On the other hand, it must be because the acceptability of undeclared work is greater 

in the HORECA sector, perhaps due to the higher proportion of EU mobile and third country workers in this sector 

but also the long-standing culture of the acceptability of undeclared work in this sector (e.g., the decades-old 

informal guideline in many countries that service staff should declare circa 10 % of their official income as gratuities 

on their tax returns, whilst actual tip income is usually between 100 and 200 % of wage income).3    

Social partners in this sector have been active in calling for action to tackle undeclared work and many Member 

States have implemented a range of policy initiatives in recent years of both a preventative and deterrence variety. 

Therefore, the interest in the subject is very relevant and Platform members and observers can benefit from the 

exchange of information and good practice examples.  

Although the COVID-19 pandemic has had a major disruptive impact on the vitality of the sector, undeclared work 

has not disappeared and if anything, may have increased and/or taken new forms (e.g., decline in undeclared 

cash tips for wait staff, growth of undeclared work associated with mobile food service activities).    

 

1 https://ec.europa.eu/social/BlobServlet?docId=22868&langId=en 
2 Williams, C.C. and Horodnic, I. (2020) Horizon scanning: early warning signals of future trends in undeclared work, European 
Platform Tackling Undeclared Work, Brussels 
3 No known empirical studies have evaluated either the structural determinants of undeclared work in the HORECA sector or 
the rationales for participants engaging in undeclared work in the HORECA sector. Consequently, the weightings that 
enforcement authorities should give to (i) increasing the costs of undeclared work, (ii) raising the benefits of declared work, (iii) 
education and awareness raising about the benefits of declared work and costs of undeclared work, and (iv) changing the 
formal “rules of the game” for the HORECA sector and structural economic and social conditions, are unknown.  
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2.0 PREVALENCE OF UNDECLARED 
WORK IN HORECA SECTOR 

The ‘HORECA’ sector (sometimes referred to as the ‘hospitality sector’) covers two subsectors, namely hotels and 

accommodation (NACE code 55) and food and beverage service activities (NACE code 56) in bars and 

restaurants. As Table 1 displays, in 2018, the HORECA sector employed 9.6 million people, representing around 

7.4 % of total employment in the EU non-financial business economy. Food and beverage service activities is the 

biggest sector, accounting for 74 % of total HORECA employment.  

These, however, are the official figures of declared employment in the HORECA sector. They do not include 

undeclared work. As Table 2 displays, some forms of undeclared work are more prevalent in the HORECA sector 

than in the wider economy. Unregistered employment is more prevalent, under-declared employment slightly more 

prevalent but bogus self-employment under-represented in the HORECA sector. 

Table 1. Key economic indicators for the HORECA sector (EU-27, 2018) 

 

NACE Rev.2 Number of 
enterprises 

Turnover Value added  

at factor cost 

(million EUR)
  

 

Number of  

persons 
employed 

Total non-
financial 
business 
economy (¹) 

  22 710 033  25 645 095  6 557 888  129 373 954  

Accommodation 
(scope of Reg 
692/2011) 

  333 072 179 623 85 312 2 460 211 

Hotels and similar 
accommodation 

I5510 144 435 149 729 73 196 2 005 809 

Holiday and other 
short-stay 
accommodation 

I5520 173 845 23,005 8 775 384 096 

Camping grounds, 
recreational 
vehicle parks and 
trailer parks 

I5530 14 762 6,889 3 341 70 306 

Food and 
beverage (total) 

  1 427 450 326,096 130 239 7 134 310 

Restaurants and 
mobile food 
service activities 

I5610 892 595 239 444 105 550 5 345 298 
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Beverage serving 
activities 

I5630 534 855 67 483 24 689 1 789 012 

Source: Eurostat (2019a) – Available at: 
https://ec.europa.eu/eurostat/statistics-explained/index.php/Tourism_industries_-_economic_analysis based on Structural 

Business Statistics (SBS) 

Table 2 Challenges faced by the HORECA sector 

Issue EU average HORECA Sector 

No written contract of 
employment 

5% for the workforce 

14% of employees in the 
accommodation and food services sector 
are in unregistered employment  
 
12% of all employees with no written 
contract in the EU are in the 
accommodation and food services sector 

Bogus self-employment 4.3% of all employment  
2% of all employment in the 
accommodation and food services sector 
is bogus self-employment  

Receive envelope wages 5% is the EU average 
6% (1 in 17) of employees in the hotels 
and restaurants sector receive envelope 
wages   

Sources: European Working Conditions Survey (EWCS) 2015 and Eurobarometer 2007 

The COVID-19 pandemic has had a major disruptive impact on the prevalence of different types of undeclared 

work in the HORECA sector. With the shift to the greater use of cashless payments in bars and restaurants, there 

will have been a decline in undeclared cash tips for wait staff, whilst social distancing will have markedly reduced 

the pre-pandemic growth in “pop up” and “home” restaurants.  

However, the growth of mobile food service activities and home delivery during the pandemic will have led to the 

growth of new forms of undeclared work in the HORECA sector. In food and beverage services, there is the growth 

for example of “dark kitchens”, or what have been variously called “ghost” or “cloud” kitchens or “virtual restaurants” 

(i.e., commercial kitchens which sell meals exclusively for delivery through an app or an online ordering system, 

or in some cases by letting customers collect the food themselves). These “dark kitchens” are often in non-

traditional premises, such as shipping containers on the outskirts of urban areas, and avoid regulations that apply 

to restaurants and takeaways, and there have been major concerns expressed over working conditions of both 

the kitchen staff and the delivery workers. Interestingly, this phenomenon still seems to be new and not addressed 

by some inspectorates.4  

In the hotel and accommodation sector, the closure of hotels and accommodation providers during repeated 

lockdowns may have led to unregistered or “underground” accommodation providers instead meeting market-

demand, resulting for example in the greater use of undeclared cleaning staff in private apartments rented through 

digital platforms. Again, no information is currently available on whether this is the case.  

    

 

4 It is important to be aware that there are best practice “dark kitchen” business models that are transferable to EU member 
states, if the Platform looks outside of the EU, such as to the UK (Kersley, 2021).    

https://ec.europa.eu/eurostat/statistics-explained/index.php/Tourism_industries_-_economic_analysis
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3.0 POLICY APPROACHES FOR 
TACKLING UNDECLARED WORK IN 
THE HORECA SECTOR 

Undeclared work is a complex problem that needs to be tackled using a holistic approach5. This involves national 

governments joining up the policy fields of labour, tax and social security law at both a strategic and operational 

level, and cooperation with social partners and other stakeholders. It also means using the full range of policy 

measures available to enhance the power of, and trust in, authorities. The aim is to transform undeclared work 

into declared work. 

As Figure 1 displays, on the one hand, there are ‘direct’ tools that ensure that the benefits of declared work 

outweigh the benefits of undeclared work either by using deterrence measures to increase the costs of undeclared 

work (‘sticks’) and/or by making declared work more beneficial and easier using incentives (‘carrots’). On the other 

hand, there are ‘indirect’ tools that repair the social contract between the state and its citizens to foster a high trust 

high commitment culture. These seek either to change the norms, values and beliefs regarding the acceptability 

of undeclared work, so that these align with the laws and regulations (e.g., using awareness raising campaigns 

and educational initiatives), and/or to change the formal institutional failings. The emergent recognition is that 

tackling undeclared work is most effective when direct and indirect policy approaches are combined. 

 

 

 

5 Williams, C.C. (2017) Developing a Holistic Approach for Tackling Undeclared Work: a learning resource, European 
Commission, Brussels. 
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Figure 1. Policy approaches for tackling undeclared work  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: derived from Williams (2017: Figure 1) 

 

4.0 POLICY INITIATIVES 
A sector-specific approach is an approach where the direct and indirect policy measures used to tackle 

undeclared work are specifically designed and targeted at one sector whose characteristics in terms of undeclared 

work are different from other sectors and whose problems and risk factors require a specific approach. 

In previous Platform seminars, participants have explored how the full range of direct and indirect policy measures 

can be tailored to address the specific problems witnessed in the construction, agricultural, road and air transport 

sectors. In this seminar, the intention is to do the same in relation to the HORECA sector whose characteristics, 

problems and risk factors also demand a tailored approach.6    

A starting point to achieve this is for participants to learn from each other on what works and what does not in 

relation to tackling undeclared work in the HORECA sector. Therefore, and to enable mutual learning, Member 

 

6 EFFAT and HOTREC (2019) For a level playing field and fair competition 

in hospitality and tourism: joint EFFAT-HOTREC Statement on the Platform Economy, EFFAT and HOREC, Brussels.  
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States and social partners are asked to consider interesting policy practices being used which they can report to 

participants in the seminar.  

To help participants think about possible policy initiatives that could be reported at the seminar, the full range of 

types of direct and indirect policy measure are here briefly reviewed. Fuller information on the multifarious policy 

measures available can be found in the 2020 Platform study on tackling undeclared work in the HORECA sector.7 

4.1 Direct controls: deterrents 

4.1.1 Penalties 

Are sanctions proportionate in your Member State? Do you differentiate between intentional and unintentional non-

compliance? Do you have examples that you can provide of effective and/or proportionate sanction systems 

(or innovative sanctions such as ‘compliance lists’ or reclassification of employment relationships)? 

4.1.2 Improving the probability of detection 

Labour inspections are one way of increasing the risk of detection of undeclared work in the HORECA sector. 

Given that undeclared work is prevalent in the HORECA sector, how many Member States prioritise this sector? 

And are there examples of potentially good practice in your Member State?  

In addition, are there other ways of improving the probability of the detection of undeclared work in the 

HORECA sector? For example, 

 Is a written contract by the first day of commencing work a pre-requisite for effective detection? Have there 

been examples of other forms of worker registration, such as registration of service providers in the 

accommodation sector or home restaurant/meal sharing sector on online platforms?    

 Do any Member States have experience with data mining in the HORECA sector? If so, what indicators do 

they use to assess ‘risky HORECA businesses’ in relation to undeclared work (e.g., credit card-to-turnover 

ratios in the hotel and accommodation sector, or food and beverage providers)?  

 Have any Member States used notification letters targeted at the HORECA sector?   

Inspecting businesses for instances of undeclared work does not have to be solely a government responsibility. 

Social partners can also take responsibility and a lead on monitoring the HORECA sector and the supply-

chain for undeclared work.  

 Do social partners or Member States have examples of supply-chain due diligence being used to reduce 

undeclared work, such as a voluntary supply-chain initiative in the HORECA sector?  

 

7 Williams, C.C. and Horodnic, I. (2020). Tackling undeclared work in the tourism sector, European Platform Tackling 
Undeclared Work, Brussels 

https://ec.europa.eu/social/BlobServlet?docId=22868&langId=en
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4.2 Direct controls: preventative incentives 

4.2.1 Supply-side incentives 

Undeclared work is not only intentional but also unintentional, especially where regulations are complex. 

Developing this, 

 Do Member States have interesting examples of the simplification of compliance relevant to the HORECA 

sector (i.e., better regulation)? For example, initiatives to simplify regulation for smaller and seasonal jobs; 

introducing threshold amounts for workers to earn from own-account activities (e.g., to address home 

restaurants), or tax and social security incentives in the HORECA sector? 

 Are there any potential social partner initiatives that could provide social security incentives to operate on 

a declared basis in the HORECA sector? Are there ways social partners could provide incentives to operate 

declared in the HORECA sector (e.g., free marketing)?  

 Are there any examples of voluntary disclosure schemes offering the opportunity to disclose previous 

non-compliance without penalty so long as formalisation occurs?   

4.2.2 Demand-side incentives 

Besides making it easier and/or beneficial for suppliers to operate in the declared economy, it can also be made 

easier and/or beneficial for those purchasing on an undeclared basis to use the declared economy. For example,  

 Are there interesting examples of using vouchers in the HORECA sector to encourage purchasers to 

operate in the declared economy (e.g., holiday voucher schemes for spending in registered hotels to prevent 

spending in unregistered accommodation)? 

 Are there examples of initiatives to increase the issue of receipts to HORECA sector clients (e.g., statutory 

statements on restaurant menus that it is compulsory to receive a receipt and one does not have to pay if 

not)? 

4.3 Awareness raising 
Until now, all the policy measures discussed seek to deter undeclared work in the HORECA sector or to make it 

easier to engage in, and increase the benefits of, declared work. However, participation in undeclared work is not 

always solely a rational economic decision. Non-compliance often results from a lack trust in the state and/or a 

lack of understanding of the benefits of compliance.  

Education and awareness raising campaigns can therefore play a key role in tackling undeclared work in the 

HORECA sector. Indeed, this is a realm in which social partners have a key role to play in leading such awareness 

raising campaigns.  

 Are there interesting practices in Member States or by social partners on education or awareness raising 

campaigns to elicit behaviour change among either employers, workers or clients of the HORECA sector?  

 Are there good practice examples of social labelling initiatives to allow consumers to know that the 

HORECA business respects fair working conditions? For example, there is EFFATs “Just Tourism” social 

label initiative in the hotel sector. Demand-side initiatives are likely to be very attractive to Millennials and 

Gen-Z. A similar initiative could be developed on labour standards in restaurants and bars (akin to existent 
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social label initiatives for food quality standards, and quality assurance on hygiene standards) based on a 

similar “stars on their doors” approach.  

 

5.0 ISSUES FOR DISCUSSION 
Various policy initiatives are available for tackling undeclared work in the HORECA sector. The aim of this seminar 

is to answer a series of questions: 

Overall workshop question: 

‘How can we tackle undeclared work in the HORECA sector?’ 

Case studies by selected Member States and Social Partners 

 Do Member States and Social Partners have interesting examples to share of policy initiatives to tackle 

undeclared work in the HORECA sector?  

 Are there examples or ways of encouraging cooperation between enforcement authorities and/or social 

partners across Member States to tackle undeclared work in the HORECA sector? 

Working Group 1. Deterrence approaches and coordinated cross-agency operations targeted at the 

HORECA sector  

 Are there interesting examples of successful deterrence approaches, including sanctions and approaches 

to detect undeclared work and assess risk in the HORECA sector?   

 Are there examples of cooperation between enforcement agencies and/or social partners both within and 

across countries?  

 What deterrence policy measures, applied in other sectors, could be applied to the HORECA sector?  

Working Group 2. Preventative approaches targeted at the HORECA sector 

 Are there examples of successful preventative practices to tackle undeclared work in the HORECA sector? 

 Are there examples of social partner initiatives that have been successful in promoting the declaration of 

undeclared workers in the HORECA sector? (e.g., customer, employer or worker education and awareness 

raising campaigns, free marketing)  

 What preventative policy measures, applied in other sectors, could be applied to the HORECA sector? 
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